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COMMUNIST CHINA'S POWER ‘POTENTIAL THROUGH 1957 


THE PROELEM 
To estimate the political, economic, and military development of Cemmu- 


nist Ching through 1957. 


CONCLUSIONS 


1. The Chinese Commmuniste' have oe 
their long-range goal the development af 
2 Sovlet-styte state in China, with its own, 
bases af economic and military etrength, 
and dominant in esate and southern 
Asia. ‘To thia end they will proces, as 
and ruthless measures characteriatic of 
Communist regimes, to reorganize the 
social structure along Communist lines, 
improve the eflactivenses of the adminis. 
trative systent, and devon the soonomy 
to the extent feasible, The regime will 
devote substantial resources to noodern- 
ising and strengthening ifs armed forces 
a6 & power base for its foreign policy, 


2. Although the Chinese plans for eco- 
nomic development are not Known in 
detail, it appears Hiab these plans com 
template an increase in totel ontgut in 
1057 to 20~26 percent above the 1952 level. 
Emphasis is placed upon increasing the 
output of the sande: industrial sector, 
particularly heavy indusizy and trans. 
port. Fulfillment of the regime's eeo- 
nomic plans dependa upon Increasing 
‘Taeept whore otherwise fodiented explettly ar by 
cattaxk, “Chin” aid “Chinesd,'* a6 ned hate 
after, pater to Commune Chins and the Ohl. 
hese teenentndabe, 
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dgricultaral output while dgorcisly re- 
etticting consumption so as to provide 
the resources needed to gupport the in- 
dustrial investment and military pro- 
prams, A large part of the canital goods 
needed to Tabi the program will have to 
be obtained from the rest of the Soviet 
Bloc in retin for Chinese exports, Avail- 


Able sources will have to be effistentiy 


allccated to ensure that crucial sectors 
of the tooneniy, such a& transport, mest 
the demands generated by increasing 
production, 


"3. Barring a major crisis ot other um- 


prédictable event, we estimate that China 
will have attained by 1057 4 gross nation- 
al product of roughly U8 $32 billion, an 
ineneade of 30-29 percent aver the 192 
figure, We estimate that agricultural 
output will be about 10 percent higher 
than in 1882, and the output of the mod- 
a3 industrial sector of the ecomomy Nh 
100 percent higher, ‘The increases in in- 
dividual industries (including transpor- 
tation) will cf coarse vary widely from 
this over-all rate of Inesease. Even by 
1957, however, the Communists will only 
have begin the modernization of Ching’s 
economy, The country will as a whole 
cea agrarian and underdeveloped. 
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4, We believe that by 1ST the Chinese 
gexline will have increased ite adminis. 
trative afficieney and have further tight. 
ened ie contrat over is peaple and re 
srurces, but the regime will not have been. 
able substantially to alter traditional so- 
dial pathems or to obtain more than pas- 
sive acceptance from the bulk of the pop 
uation. Hewever, we bellave Ghat the 
regime's ability to direct and control 
Ching wil mot be significantly inmpaired. 
Portharmore, we ballewa thet the regime 
will be able to master leadership nrok+ 
lems that are likely to arise, even in. the 
event of the death or retirement of Mao 
Tae bung, 

& The internal control and the interna- 
tunel power position enjoyed by the 
Conmumumish regime nest largely upon the 
power potential of China's military estab- 


: Lshment, at present the largest of any 


Aslan nation, Lagarde deioel 
ry establishment will gain in strength 
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‘and effectiveness during the perlod of 


this estimate through the regime's pro- 
grem of modernization and ‘training. 
Sovet assistance will continue to be es- 
sential te tha fulfillment of this programe, 
G. We believe China’s dependence on the 
USSR will not be cuenificantly lessened 
during tha period of this eatimeta, and 
that ntaintenance of the alliance With 
the USSR will continite to be a dorninant 
aspect of China’s foreign policy. The 
Covamunist Chinese regime will continue 
to consolidate its political position, te 
fain in economic and military strength, 
and by 1987 will be a mare powerfal force 
in world affairs than at present. Cer-. 
tain aspects of Ching’s development will 
ba used ta support claime that time is 
on the Communist side in Asta, China's 
increazed power ard mrestige will present. 
a challenge to the influence of the West- 
érn nations in Agia, amd to the: ssian 
leadership aspirations of India and Ja. 
pan, 


DISCUSSION 





% since tote amuniplion of power in 1048, 
the Chinews Communiste have, with Soviet 
aavlstanoe, built up a powerful military eshte 
iehroent. The Gommmnists have undertaken 
@ political and socal rewlatlion af vast pom 
porfions, ond they have vistually dlimineled 
atective opposttion. They have lprgely re- 
hebiiitated arul extaiiished comtrel over the 
country's exonomy. 


& The Communish raginie has accomplished 
the foveghing in the face of serious abstacies 
and al great sconce and human cosh Tn 
1940 the regime wae confronted hy widaapread 
economic disruption, and general weariness re- 
sulting frou 12 years of virbually contleneiy 
wit, The regio ine Had to impose ita will 
an 20,000,000 Chinese people and over an 





arta aproxinatdly ag large as the Us, Mexico, 
and Alaska combined, ‘the balk of the people 
are ltterabe: communication arl transporis. 
flon taallities are rudimentary or inadequate 
in xan areas, Formidable problema mist 
atill be overcoma before the Chinese reach the 
ambitious goala sek by tie replies, 

ll. PRESEMT SITUATION IN CHINA 

9. The Chinese Communink regime las wnider- 
taken (oO create an industrialized amd mill 
farily powerful stnie, Ab present, Sherenargies 
at the regime aypear to be devoted to the 
commolidation anu expansion of China’é eco 
nomic sen, maderiization of military 
forent, and the treneformetion of China's 
polllicel gd social structure, ‘No these ends, 
the regime fs creating & more etfective admin. 
intxation of government, intensifying ite oot, 





ttola, and undertaking to diminale or neu- 
tialize institutions at individuals which stand 
in the wag of fie gnats, 


Political Development 

16, daiminisdration and leadership. Tha Ohi 
nese Communists have adapled Soviel admin. 
istrative aid pollttesl josttintlons and fech- 
nignes to Chinese comditions, The highly 
cuntrulised axl dictatorial, povermmaent has 
fuailtuted effective menmures fo supptist firae 
diticaal regional, olan, anid ofhuica loyalties, 
and hes imponed a tnitery state structure 
with direck lites of commend dawn to ite 
vitlages level, 


11, Titiaate newer in China reaides in Che 
Communist parby and is vested in the Political 
Butea (Polithero) of the Party's Central 
Communities, Under Mac fne-bung's tenderehip 
each of the flys principal member of the 
Polithure appears to hava certain general 
atens of seepemalbility, in addition to cntteotive 
respomatbitity in the Politoure: thi Shae, 
parky otelra; — a on opwetion of the 
government, Chou ips aeat at and Chien 
Yur and Keo Kang, esoiomit afteies, 


22. The dectelona of the Pollthure are tram 
mitted theongh 3 govetninental stractirs pat 
terned on thet of the USSR. (Bee Cart 1) 
Tha hi,test place ia the governmental struc 
ture $s reserved for the Al China People’s Von 
grasa, a body t6 bi cliczen by national dice 
Hobie now promised for 154. “Wnithl tite avant 
tales place tie top governmental body is the 
Centeal People's Govern moll, heecled 
by the Chairman (ian Taetarig}) ‘fond ai View 
chairmen. To bolsber the ficlien that tha pag 
erninent is a onalition, Hires at fue eat ite 
charm ane “Werooreiie paronages 

senting otter polities) groups Bie as. the 
Chinese Dexweratic Legere and the Kuomin- 
long Havolutionery Cantatittes, The prinel- 
pal administestive bodies... the Garrenment 
Astminigtia tion Gotinell and the People’s Rave- 
lutioray Milltasy Connell mare ipnulzially 
feapatisible to the Central People's Gaver 
raent Council However, stnes the prinsipal 
memhers of the Polithure are alan mnie 
af these administrativa bodies, the auitority 
af Ene Gamenuriet party Is brought te bear 
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dicectly upon the administeation of the ctate, 
Decigions mide by dhe netional anthorliy ave 
iniplomented fm endh of tke sdminigirative 
vegions of China by a reglonal organization 
composed of party, government, snd military 
iehine A sitellar pebtern of integrations of 


pariy and governmené le repented down te 


fecal government level, 


12, Chiness leadership is marked by the ao- 
hesion and sinbiilty of dhe purty dit. The 
Communust leaders have been tloeeiy knit by 
thar commen experiance In resolution and 
Wat dine the party's udlng in eal, Asin 
any group, howe, there have been rlvalrles 
for power in the past and some aime cer 
tainly exiai a8 pieannt, Fatty proncined- 
ranks euch as Gre Fabruacy 1054 warning by 
the Central Cammibes on existing dangers to. 
party malty suggest the eelstence af diffor. 
erode artd sitirieg, and then ace inks of tne 
existance of idefined grounings soout Din 
Shaech't and Chou Bindal, There fs no firm 
evidence, however, of cleatly established nm 
thong Brion thd upper ecidlona, There have 
eon to major purges in the past 16 years. 

14, ‘ithe prevlse nanmer in which Soviet intte- 
ance or control fide its way inte Chinese: 
polldias is not knowe. The USSR apparcstiy 
trends tte Chinces alty with deference, Soviet 
soviews alae certainty are in, contact with 
the highest level of Ghinesd party end povern- 
mont leadership, but we do ive belfene that 
these Soviet aMiciala imuc dizeak order. We 
believe the DSH is able to exert iafivemes aver 
Chinese polices primarily by virtue of tele 
common Wegingy sad Ching’s scongmica end 


military dayendence on the UES, 


ik. Political Covirots, Tha Communist vee 
git has vigurdosly and ruthlessly seb aboot 
tatablidhing political contecl rey tha Qainesa 
pene, Te do this, it has axploved a wide 
array of programs, ranging from indocements 
and patrigtic appedls ts codenion and tervar. 

if. The Chinese Garamunisis have developed 
au dluberata ayetom of pesaugaion, involving 
woclal, ocanctic, legal, ami psychological 
pressures, exh the operations of an axtensiva 
and Righty coordinnied propayands wppe- 
ratus, The Communists have sought bo in 
alii Jn the people & sense at pevielpation in 
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the “wew Cutne” and, through exapyeraled 
claims ef China'i military and shale 
aenomiplehments, bp stingidate | 
onal pride, ‘Che replae as atteraptid to 
win publig support by extensive campalgng 
against corruption end nipotiem and by prom 
ising foeressed opportunity bo the peasantry 
and urban proletariat, The reghue hes tried 
in. pertlenlar to win the lovelies of gouth. 


17. The Cotunumiste have hal covsiderable 
silecede in winadtie euppork from certain seg. 
niente of the population, Some of the in 
ital roytintionnry veal remains, In partic. 
uli, & late portlon ef Ching’s youth js im. 
plosed by the regited’s achleremanta, Other 
important and energetic ements of support 
ara found amoig members of the armed 
folttes, ghverameant workers, atitied taduateiat 
workers, and & oonisideratte proportion of the 
wortter. 


L&. Through lerror and foros, the Conrad 
pists have elidnated fhe landlerd class and 
thovstnds of iuslaisenien, professionals, god 

former gavernnaing officials, There ts me avis 
dunes of significant organized resistence to 
theiegi¢nes, To ingate tte control, the regime 
iad established extensive seeorlty and police 
fotess in, addition 1. the army. im addition 
bo these orgesilsed forces, the regivie’s ability 
ta ferret out dissenters has heer angmented 
by @ pervesive system of vigitanes commithens 
and yoluntesr informers, 


Lg, However, much of the voluntary sigyport 
chee togimne recebed in 1949 has bos disal. 
pated. The regime's ctercive measiizes heave 
crated an atmesphers of fear among many 
segnienia af the population. Many acre 
heave ae ievcrnia inereasingly suspici 

thet the USSR is enomeching wpa a Chats 
coverelanty. In some instances, strung ai. 
verae rauchions have resulted from attacks on. 
réligions and traditional institutions, In. 
aremecd taxatlan aad teginentatio beve 
caused on adverse reantion among the 
farmers, Dlesaligfaction ay arleen amg 
workers ax a fesult of the tailare of real in- 
conte ta tise, Merchants and petty shopkewn 
eve are pesentiul of heavy taxes aod paver 
tment dompetition. Digeutisfaction has grown 
coon inbellectual ard professional gross aa 
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4 tesilt of the drop in tele living atendards 
and of tha regime's unrelenting pressure 
toward Ileral wontons. - 
2. However, ouch dlesitisfaction ag now 
eclets iv: Cita bee neither the universslity, 
the intensity, nor the physionl recana by which 
to fremsforn: ikell inte effective resistance. 


Economic Situation 


21. China fs an underdeveloped agricultural 
country with a population, of 500 ralllion, 
China's estimated pros nations) product af 
appremimataty US say billion ® fe fess than. one. 
tint ef Soviet und about cea-fourbeeth of 
U8 GNP Ching’s per caplia proay national 
produet of noughiy US S54 ie abet exuual to 
that of India but only about one-quarter that 
at Japan. ‘While there ere the begitnrines for 
a widern ncustrial gevelegment the prigent 
contribution of the industrial sector to tot, 
output small, The regime fuces a formida- 
ble task fm achieving ite long-term goat of a 
Tiidetn iridustriaiized economy, ‘To aceom- 
plish this, the Communists are developing 
their organization for planning and for con- 
trolling the ecoximy, 


aa. Ag it any planned etonoriy, the national 
‘budget is the tiafor instrument for channel 
ing resmiytes ta tinplament the repima’s pre 
grams. By 152, the Chinese national budget 
had risen to about» third of the gross nation 
al product,  eubstauntially lower proportion 
than in the case of the USSR. ‘The tro most 
Important categories of birdget expenditures 
during “ie period have been military outlay 
anid capital fnristinent, (ee Charh of for 
breakdown af the budget} 

2a, fa 1840, whan the Consmoniste undertook 
the task of rehabiiiteling and expmuding tha 
Chinese economy after 12 years of wartime 
disruption, production was extremely jow, - 
At that thne, the production af eleatrie power 
Was only about bwo-thind’s of the peak pire 
duetion under the Japanese, eoal vouphiy bao 





Sathnates based on 42 date ore wed generally 
Shreughoat, Changes alnos 1053 are belinved vist 
20 hinve abteredl the ganarat order of mogndtides 
ox the relatioushipa, 
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fith's, and finished stecl shout onmaixth, 
(Sen table.) Dy the end of 195%, the Chinese 
had succreded In general in sehabilitating the 
exonormy, Steet production maceeded hy negle 
iy cme-quyator the hightel levels resehed be 
tween the years 187 and 2046; grain ard 
‘power pieduction were sightiy abewe thls 
levels atel coal output was abot three-qaar- 
‘here of this level, (See Chart EY for compar 
igor at Chingse peoduetion in 1082 with high- 
wah 1A7-1048 levely and with production in 
Ua snd 138) 


TABLE I 
“CoMMODTETES 
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34. The pentral risa in demestic production 
and trade, the gteat expaiaion of averland 
trade between the Soviet Bleo and Chine, and 
the rhdveneatt af madiitery supplies fo Korea 
eve incvensed demands on Chinese teansporh 
eapaaiiy, The vepin tes almest restored 
he pail net developed by the Chinese Nation- 
adists amd the Japanese in their respective 
cones prior to 194%, ‘Che Communists heave 
azo prove to corapletion about 80) miles 
of mew lines, Gfor major transperk Tees se 
Map 2 at end of extimate} Sowever, the 
yall net is sill tiadequate io many aren. 
Lack af rail transpactation ines greatly hen 
pertd the exploiietion of siratesic minerals 
it western China, neladiog such kay oraleots 
as che developroesh of the Yamen off felds, 
Poreaver, the Chines have nok yet restored 
the prewar supply of frelgit casa and foro- 
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motives. Latgelyt beesuse af te foorepactt 
franageré demand and shorlages of rolling 
atook, the ral] system fg carrently operating 
wer considerable stent, Tirnstle mensures 
are heh emtloyed to sticieh present expec. 
ity by intensifying the utilization of eyuip- 
Tepnrih, 


36. Other forms of transport have pivot a 
amalter park inthe regime’: grogtimn. There 
iu otil{ retalivaly little mentor trenapert. Long 
distanee moter trengporh hes nob bean Ieasl 
ble by moh arens becausd of pot onde and 
shortages af fuel. Transport vin, inland water. 
Wifi ia gat ubilelng thé fal capacity of aval 
able shipping, apperentiy in pert because of 
the significant change in the pattern of trace. 
Catge juke miake up the bulk of China's 
inlaid and oosstal water tranepart capacity, 
Ehough the Chitess oomin-going merchant 
fleek of UBL small slow shipa plays ae figure 
fant port in eoustal trade [rom Shanghed 
northward. Chinn ig depuident oa sone 
Chincse thipping for wimosh all ef her saa. 
boris forgign tricie, Civil aviation is little 
dovelogad atid haw bean. tend primarily mr a 
adjunch of military aly Mansgort, eapeniatiy 
during tin Korean War, 

SG, Alia the Catmmitnisia bere made 
considerable proptess in rehabilitating the 
Chiter economy, the basin patter remain 
unchanged. Jpritulture is still the prinary 
aotivite and por capita prodaetion, 19 shill Row, 


’ The salar sector contributions $a gros ta 


tonal graduet ane shows tt Caert IV. doire- 
over, the geographic concentrations of sec 
notin agtivity within Chinn remain substen- 
Hallyunchenged, (See Mag 1 abernd of text) 


27. Gn the other lund, the Gninmunlats heya 
tadé & giejor change in the direction and 
eontpositlon of Ching’s Bocelyn trade, In 238 
praotlgally all of tue brede was with countries 
not mow to, the daveb Bloc, while in 19k? the 
Hovlet Bloc aconunted for shoul 1 percent 
ot China's foreign tradd. In terms of don 
stant dotinrs, Chins tolal forclgn Grade in 
2058 was roughly the amie ae in 198. Blow 
ever, Immorks in conatunk dollars were cori 
siderably teas fy 10R2 thaw I 1988 when a 
large imeort surplus wax Bhanced by Taya- 
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Chart 4 
COMMUNIST CHINA 


GROSS NATIONAL PRODUCT 


ESTIMATED PERCENTAGE CONTRIBUTION OF SECTORS 
1952 
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nese investment fn Manchurta. Torporte of 
consomer goods in 3959 conalibuted # ameter 
pisgariion of the total than in 2088, Inupoets 
of military supplies in, 198% comatituted a 
TeUth preter proportidi ef the basal thar ih 
1594, Troporks of eapltel goods nnd industetal 
raw materials eonalitubed about te: gant pid 
piction In i059 a iy, 10a, ‘These changes 
in direction and rempasition have come abeat 
im part bewunge of China's new polltinal re 
lationship with the Soviet Blog, in park be 
ease Of Wesker trada mustrictions, and in 
part besguse of the remiitements of China's 
piaginins of cogtomin and military develap. 


ment 


Chinese Communist Armed Forces 
28. The internal control and the tnbecnadtion 
al power position enjowed by the Conmaniat 
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Tegitnt yeas largely upon the power gabaniist 
at China's pulitacy vstehiisiment. Withit 
Ching, the axrined forces have held @ position 
af Galque privilege and power ia the state 
hierarchy since Man Tee-tuny aewunied leadec- 
ship of the party, ‘The loyalty of fhe mill. 
fary torees adda greatly to the repine’s power 
to coerce the people, The Chinese milftary 
estaidishmasnt ie et prevent the largest of ariy 
Agtan nation, with aver 2% nofllion aan in 
tie field foresee and an actual alreratt 
Shtength, of mere than, 180, See Table 10.) 
These fortes, cupparbed by tha (SSR and 
greatly improved by tie Korean Wart, hava 
given the Communizie an. overwhelming mil 
tary advantage over the countries of non. 
Comaiinist Asie end have poofomndly aiteok 
#0 fhe overcil balange af power im Agia, 
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26, The Chinssa Army, wlth ite heavy ante 
phasis on the foof ackiler and human o¢ 
animal transport, would be less detetred by 
foxmidable brat, mtd extremes of weather 
that would a methanized ermy. On the 
otter rand, defintenctas in jogistlos, comantire 
icotions, heavy equipment, and combined 
ams techlgue would pol the Chiner Ary 
in, & digsdvantageoas position in dealing with 
a miodem Westen sammy winder cutiditions 
whers heavy equipment ard neodem tenth 
Higued could be iad, 

a0, The Chinese ety capabliity wer not fully 
tested In Rores, Combat activity was lenited 
almost antirely te an alr defense role, aad the 
aly thoes operated a3 one compenent of the 
Commmist Air ores, which aleo inched 
Soviet and Kovean unis, The Chinese have 
a fair capability in ay defense under geod 
Visibility conditions, uk they lave litle cepa 
‘hility ab paved for combed operations al 
ight of i taingits] weether Although 
taatical support operation were not tinier 
taken in Kores, the Chimese Ale Forse hex 
sone aapablity ter such operationn Tike- 
wise, aitiough the Chinese borbing capabitt- 
ty waa nod tested in they have a slgabls 
fated of Ueht hotmbers, both jet and tston, 
and a few medium horbers, 


ai, The Chinese Navy hea a low overall opere 
ational effectivencss by US shindards, Not 
only In He equipment scanty but tts mieaion 
ind interests ate subordinated to tease af 
the atmy aind the air forces. However, the 
Chittess Savy tras the capebliity tor carrying 
out limited auctsce combat operations in the 
coamtal waters off the Ching mainiand, Those 
onuld include raids, coasbal sequrity petals 
and dacork Operations, ong taying end mine 
aweeping, find aniphtbigua asgauth over 4 
ahorh distance, While the naval alr foron jz 
Stl da His formative phese, ib tes 2 limited 
capability of supporting suriaee combat apex 
files by miloe laying aad bir Toy altitade 
alincks egainsy aurtace clomenta, 

a2. ‘Che major weektness of the Chinese armed 
forves in tule lack of domestie supply tarili- 
ties end Chel compomitant dependence upon 
tye Govel Union gor such items as tanks, 
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aiveratt, military trangport, naval vessels, 
FOL. sleckronie equipment, and spare perks, 
Aé the present fle tds weakness would be 
tonte oritical iy the avent of a general war in 
the Fae feast which favolved botti the erviet 
Unlen and Chit. In such a eivcumastance, 
the ability of the Soviet Union to supply 
China with rellitery gotds would be Vinita 
by the capectty of the Trans-Siberlan rllwey, 
itt view of fe demand cn this capacity en 
teiled in supplying Soviet forces in tie Par 
Bash Chinese azsenale ab the preaent time 
ate capable of produchag small azn, dight 
and heat merkite gins, mevbers, lgik 
arilecy, and ammunition for theia weapons, 
but wot {n aufiiclent quantittes to supply the 
present ceeds of the modernieation program, 


Chinese Communist Foreign Policy 


S8. ‘The task of carrying cat a politioul, ancial, 
and economic roydiution within Ching along 
Gommunigh lines is complitated by China's 
international relationships, China's eltteriea 
with, and dependere on the USER as well 
at their common ideclegy have fed China ts 
subordinate some of ity interests to broader 
Bléc interests, Mainly as a result of Chinn's 
aggresive posture and sections toward now 
Communist states, Ching tae targeby been 
cut off froin nen-Commmnigt esomormig rely. 
fiona and diplomatic support, 


#4. The Pelping regime has embarked upon 
& program, to take Chive the dominant pow 
er in a Communist Asia. An inteinsle park 
af Chis program ls a stremythening of China‘s 
witiery establishment Party in purenlt of - 
its long-tenge objective and partly in response 
to Soviet pole, Pelping hag assumed = lew. 
img tele tx forthering international Conn. 
pit policy ba Agia. 

ao, Chins's domestle interest, international 
Telationships, and long-term aspiraitons have 
reshited in a forelen policy along these Laaadl 
Hhes: (a) tipintenance of the altlance with 
the (GER; (h} ald to tdigenous Commeantst 
pertles and @reups in nen-Cemmuniet Asian 
counties; (t} continued application of polltt- 
eal watlare pressure against men-Cormnnist 
Asia, aod fd) diplomatic and propaganda 
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afferts designed ta enhance Ching’s prestige 
and world sabe, Such a pelley aepeare ta 
be designed to farther Chins's doriestia ara 
international objectives wlthout provoking 
oper: nomilich with tae Weak, 2) alee appears 
ta be based on ine pellef thal time wilt work 
fo the Coramanish advantage in adhleving 
Chinas international asplrations, 


fll, PROBABLE TRENES IN CHINA 
THROUGH 1957 
Long-Range Objectives and Plons 


#6. The Chinese Comumvutiste have ae thelr 
longeratige gowl the development ol a Soviet- 
siyle state im Ching witli Its owti fase of 
senna and milltary strength, ated domin 
aut in eastern and southern Agia, Te this 
and they will continue bo recrgeciee tie a 
nal structure, improve the administrative 
system, and toderniee fie sachet a9 rapid- 
ly ae posslhie, They will continues gradually 
to enlasge fe state sector of the economy, 
tirtailing and subjugating private etitarpriza, 
and establishing lane conperative and cellen- 
tine forme. ‘Chey will continue te give dnt 
pricelty to basle industrial and tranaport cde- 
velopimint. Tha regina will alea devote 
substantial resources ta modernizing and 
strenpihening ite agmed fortes as & power 
base for iia foreign poliey,. 


Problems of Leadership and Control 


ot. Within recent months, there hava been 
itevessing indioations that the party leadar- 
dntp ig dissetistied with the performance of 
veclous high offfelals. The current enphacs 
an the need for pearly unity amd collective: 
leadershis, whiln dinested formadiately at in 
divielial dissidents, fppear wilimately direst. 
ad to provement of collective planning ural 
nuanagement. Tt also seeks ba minimis ger 
somal diffaretieay among party leaders in the 
even: of Mpo’s death, Dleapreement over 
Bovlet aid aud the pace of govlaliention may 
corvtatiiute an obslacia to the success of the 
poonarmila yeopran, 


3B. Tt ig possiiiie that China will be fare? 
with o “suieeasion® problem: bebween now and 
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105%. Miso, sow 8 yenrs old, is reported to 
be tn poor heslt. It he were to volire or die 
doving this peeled, a collegial sueosseion, wt 
least initinty, wonld ke tore promble, if 
o sigh: leader were chown either Lie Shan 
ehh of Chiou Ein-let would appear fo he the 
macat Hkely aneceagor, In any gvent, Mao's 
Hisappeivance froth the sctne would probably 
have an. adverse etfeet ation China's rulicgr 
group, ami would almost certainly bere an 
gdvorsp efftat upon Ching’s relative prestige 
within the Sino-Gaviet patinersiin, We Ha 
Heve, however, thak the probioms arising aut 
of Posslhie tied to choose & successor fo Mee 
will net senlously impair the dictatorship or 
tha Guede ability to direct and eontrel 


a8, The regime mitat alee overcome its acuta 
shortages of qualifiet techrdest, managerial, 
and admdnisivative permounnel, Such abort 
ages affect all aenbars of the regime's atforts to 
acalolster, sestrol, and divelop Ching, ‘fhe 
sapaalty ot Chindse middle svhidats end testi 
tutions of higher eduealion will be adequate 
te graduate only a fraction of the apprant- 

tiately 600,000 technicians, teachers, medical 
personnel, and trained workers in government 
and commerce whith the regime has on 
nowneed it will require by 1957 be carey cub 
its nalional ceanomils programs, The effects 
of his shortage in trained perenne will be 
aggravated ly witewprem) Chinees bechnical 
inexpexienne and by tos ten degren of filter 

acy (BO parsed), China will theemfora prob 
ably atbampt during the parlod of this estk 
mate to deal with shovteges of trained per 
eormel ty lowering edticntlomal standards, by 
sending erwater mitiber of Chdnem atndents 
te the USSR for training, and by utilising 
Soviet aiivigers and tecittinfians By sich 
menses, China will probally be able ta avoid 
any serious breakdown of its political and. 
aontinmic programs, Neyirthelan, the short. 
age of freined paragnnel tall continue ta be 
an important retarding tackoe in tue regres: 
vera Drapes. 

40. The regains will continue be haya difieuthy 
in Mnintatning its preseat degree of support 
while pushing forward with ita programs, 
Pollical and etoidmie presnues will tend. to 
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antagonize the sesganisy and certain other 
Broupe, dnd all classes will inoreasinply resent 
the tae of fores. Govtrnment apperis to nae 
Hormiisn sa well se effoyis ta persuade the 
people of the nodessthy for Soviat advice and 
guidance may backfire by fostering repent- 
mont of Soviet infivence in Ching, gad thereay 
inerease dinechistietion with the reginie, The 
rondine’s atincks on traditional Chinese values 
wall cuntinge ba encounter nereased peatah 
anid, particuiartly itt rural areas. Tn way one, 
the taping will be anabla 0 offer stentfieant 
inountives to niltigaie theme adverse reections 
hepiitse of te pressure on available regeire)s 
autalled in fulfillment of ite military and in 
wate poOgren, 

41, However, in some ssements of the pope. 
lation cerbiin other factors will be working it 
the repime's favor By 190%, a sibstantal 
portion af China's population will have ma- 
tured under Communist indoctrination, Wa- 
tional pride may be stlowlated by propaganda 
extdlling real and Imaginary achievements af 
x “new China." A cense of participation fn 
China's riatloned life will be dnereased by the 
activities of eleciive local, regional, and na- 
lionel bodttes, even Though these bodies will tn 
foot Have oo reel authority, 


49. Tr sum, we bellow: that ducing tse perlod 
of this asthniate tte regime will not have great. 
ly changed the prevadling social cushoms and 
praotions, nor will it have gone far in redueiig 
illtersey, We bellows that while the regime 
will continue to receive the gugport of some 
and face thug hostility of obher portions of the 
Cine to aecemt Communist leadership passive. 
ly. fy any event, becatee fhe aficionay uf 
governmenial contta) apparatus will probably 
improve, the degree of contre exercised by 
the regime ever the people will probakiy (n- 
qreage, Pinally, we helleve thet the teader- 
Ship will continue to restlys any personal dlf- 
ferences which might elanifieantly tmpeie ihe 
abiliiy to dreot end ontrol Chinn, 


Economic Problems snd Programs 


4, Although the Chinese plans for esqnonmla 
development ave nok known in detalt, dhe 
regime in May 108 announced a subslurtiel 








veriuetion of ite goals im the fiext year of tha 
five-year Drogtain, The program now appears 
to be te inoreage the grees national product 
i, D087 to 20-25 pao shove the 15% levet, 
Hmohusis is placed upor incrensing te entpat 
af the modern infustrisl gentor, partlenlariy 
heavy industry and transport, Plarg for in. 
dustrlal development appear to be directed in 
particnler toward contingst rehabilitation 
aiid expanaiin of the Manchurian plant, with 
oe expansion of invdusivy im She vest of 


44. The central economist problem confronting 
tie regime i carrying out fle plane is te 
aagumulate capital resourced and to alincate 
Stich resiiredy in a wey muah conduetve to a 
Tapid and eficlent implementation of the pra. 
frame. The major domestia determinant in, 
the success of the programe will ba the extent 
to whieh Ube regime Ie able to Increase agri- 
Cullum, oulput to ited the growing popule- 
tow, to provide row materials tor industry, 
and to provide exports to pay for essential 
capital powwie ieworte, AG the sume time, in 
Teetrhoting consumption the regime mmgt 
anid destroying protection inesntives, ‘The 
Tégintie ASL ALG avoid disrupting prodaction 
hy prasding boo aggressively witht ite political, 
#0nisl, ahd aconcmit tiferme. The task ef 
allocation will require the development of ar 
effective arintinlstrative apperaineg, desplbe thes 





. Ubstaclos faved In the Inck of iralned persan- 


Hel, Post communications, the low level of 
literacy, and the awkwardness of the verlttun 
language, Allooetlon decisions mat be made 
Rebween te competing claims on tha ra 
amines and energies of the vegime for the 
econo, military, politival, ard sooial pep- 
grams, 

45. Aside trem domestic cottldentions, the 
Thtal important factor determining the rata of 
industrial developmottt in Ching will be the 
tohume Of gacds aad servlees imade availabe. 
tg China by the USSR. While Ching’s ability 
to export commodities in damand by the Soviet 
Union and the European Satellites i an essen 
tied clement, af equal significance is the evall 
abiiity in the Bios of desired moods and services, 
and the pelicy of the USSR with reapest ta 
building 3 ehrang China, 
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46. Ching’s agrienitural eyater, Invaluing 
about three-quarters of the tofal population, 
has leaks wealenemes. There ls a dow ratio of 
etitivated land to the population. Phe fern 
ara lack Imowledge of new techniques: they 
lak cepted with which bo purchase feriliisers, 
fometioides, and equigmienk: imilvidua hold- 
ings ave generally too emall to permit the 
inteeduction of mechanization avin. if capital 
werd avaliable, These fectors reselt in inefi. 
clent use of manpower and low eukpot ger 
Toa. 

#7, Taking inbe sceount the many pcblena, 
involved, We believe agricultural produahon 
qwill have ingresaad by about 10 percent bax 
tween, 182 amd 187. Thewe caine bn output 
are expected to result irom expendone of acre. 


_ age under cnltivetion, axtengion and repair of 


irrigation tucilittes, Ineressed wee af chemical 
fevtilizers, and the additonal incentive to Ine 
gn wad diversified production induced by 

the expansion af thar and expert markets. 
However, weather and other unpredictable fag- 
tors miy prevwint tne Communists fro 
achiaving Sach an ines, The regive may 
also dnccumter difiewtles in its effarks by re- 
argenise ngricuBoral penduckion and ta ene 
fore crop onilestion. The enphadia will be 
placed on acoperative action rather than on 
the foxmation of stub fare, However, im 
plenentation of the réghne’s plan ta cepanisa 
some 2) pencent of the feemers ints producers’ 
ctoparatives by Loa, may lave disruptive af- 
foots on agriewbinenl production, 


48, In onder to previda capital from increased 
praduotlon to support industrial expansion 
and increased imperbs of capital goods, thir 
Comnrveviste must mathtaly conti over the 
rete of consumption, Fiessuven far iiecrenseal 
consumption will come from the Turmerg, ine 
avenaed nurabers of ingugirial workers, and 
the over-all rise in total population. “The pop: 
tiahion Intreade, lin Gark & regult of improved 
pobllc heelth msagites and in part « result 
of move stable conditions, will tend t¢ be con 
ceitented, by migration, In the Jarte urban 
areas where per eepita consumption Js aeat 
twier that cd the civsl ates. Beowune of this, 
& gpuletion growth profectad ab les than 
one petvent per year, weuld incremss total 


consumption ter five te vighh percent bebyeen 
1952 and 1887 ean In te absence of ong 
wnange In urban arid raral Lving standards, 
Atthougt: the reghne will be feeed wilt many 
difficulties in restricting consumpbion, partie. 
wWarly dy rural arenes, we Believe that ite con 
tral mechantgm ie adequate to reaivict cone 
sumption to roughiy halt of the cpecbid 20— 
2h percent inerease fig total eutout by 1087. 
The retnsining poopertion coid provide suifi- 
dent investment resgurces to permit achisve- 
tum of the regime's estimoted industrial aod 
THEE y progeanis. 


45, Asother eryiiel probler in fulfilling the 
industtial peewraim will be tis supply of aap 
‘al goods. Dornestic capital roods output is 
amall, of poor quality, and of Hilked variety, 
and the Chines Communists must depend on 
foreign, trade —partculoxty with the Soviet 
Blac — ior tha wulk of their sapply of capital 
foods. Although the USSR provided 18 S200 
milion in aeediie to Cita in the WiSd164 
aid agrominant, the Soviet Unten probably will 
not prant subebunttial further aredlte to Ching 
ter vaplial goods iad thaceiors we belles tak 
Ching inperts with the possible exception af 
sotie miilitery ikems are Ukely to te appre 
tristely limtied te the amount which con be 
financed. though experi. Moreover, ence . 
import programs fvon Bloe cnuntries ave de 
tecned in annual barter contracts and sine 
thusport boteeen Chine and thes countries. 
ig idiioulh, deliveries of ewcikel gents are Dkely 
(0 be ttnctriain, with resulting adverse effects 
on the development peogram, 


&, To view of the etierent deficlencies in rail 
tranapork wl the lave prosmeotlve Inoremse 
in trate requirements, the Communiets sill 
awe to inake strenucia efforts fo tnaure thak 
the rate of inercase it transport capacity, par 
floularly railrosis, keepa uliretat of the de 
mands generated hy She iieredae in produc 
ton. THe most urgent need will cantinie to . 
te rolling atesk. Locomotive and freight rave 
canittot be produced domestically in adequate 
qdantities and Rereiord will heve to be bo 
ported. Thus & erteial area of invest 
paguived for the fulfilment of the Chinese 
ennomie pregran will be fhe expansion of 
tallrced capacity. The rginis has seeppnized 
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the importance of this problem and wa billars 
that it will continas te give {6 bleh, priority, 


SL The Chinese will divart subshaniial te 
sourced to beliding un 3 moder sillitery force, 
Over and shove the finds advected in t- 
nounced national budgets ier military exper 
flures {eee Chart 1), sobwtantial fonds fer 
military purposes, gach os atsenal conse 
tist, art enncesied in ather categories ef the 
budget, ‘We believe that at present something 
aver US $8 Hillion, akewk onethied af the 
nahlonad budget, is beiig expanded on mnitery 
lems and that this level will not change aek- 
stantially ducing the period of this eatinabe 
Iioreorey, ainer China's armaments indusiey 
aoaa nob peoiuee heavy equipment sich as 
tanks and artillery or aircraft, & major shate 
of foxsign: onchange earnings must ba veed for 
qadlitery pire Ag Well as erphipment for 
expuniing Ching’s actatient production, 
We belleve the Chinese will utilize oughly 
cnmtihed af total expork earnings fer the ie 
port of military end-dtems and POb duc 
the perlod af this estimate, This dos not 
include possible import: of milibury supplies 
given to China by tee USSR on a grant or 
anedit. Grsts, 


03, We egtionete that by 1057 Ching can in. 
crease ite total exports by about 50 percent 
over 1082, primarily through increased exports 
of ggrinultartt and minersd raw aaterials. 
This looreasa would probably provide adequate 
Tunds for minioaian intporh requinanante of 
‘ie industzlal, agricultural, ind military pro 
grams. The Sovleb Bloc will probably take 
these brports availebie. 


58. The Chinese Communists tony seelt to ex 
piad trade with som-Comomnist countricg, 
Ralawation of non-Cormmunist trade contrats 
cotild centdbabe ty the 2ullllinent of the te 
gitie’s progr end reduce China's econome 
degendenca on the rest of the Seviet Bia, 
Thees effects wid matericiine, however, only 
to tae extent thab nor-Comminiish countrbes 
were willing and able in extend oredite and 
supply goods mob avadlabla to China from Bios 
soles, or og) tariné mote mdvantageaus ig 
China than those enrbalied tn brads with the 
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fa. In summary, although the Chinese + 
fate many curious diffieuitier la achieving 
their economic goats, we believe that hy 1087 
the regime cain expesid tetal output by 20-28 
percent aver L252. 
Proboble Developments in the Chinese 
Communist Military Establishment 
EL The revime apparently Intends te 
strengthen tha military establishment pri 
imarily through modetnization rther then 
through 2 slenificant ineteade in manpower, 
Soviet aslstonce will continite to be etecntial 
te the fulfillment of thts peogram, 


, 46, The capability of tha army will almost cer 


tainly improve. The inter of infankey dive 
alii will probably be vedoeed ta provide man 
power ba shrengthen the remaining jufanieg 
divisions, and to ineredse the number of ae 
ine and support wats. Training will be in- 
tanuified and selcetion and williation of pex- 
soni will iiptove. 


#f. he alr foros fs ekpested to bbe expanded 
and to he developed into a more balanced 
foree, ‘Its paratnnal strength will probably be 
expanded to about Si) and ita authorized 
abreraté strength Ineresgmd to « rH 
a.50), Incloding 14k) ak fighters and 40 } ‘et 
light bombers, ‘The extent ta which atceraft 
ave provided bo Bil out the authorived strength 
depends on Soviet supaly, ‘The swell coon 
heb readiness of tha Chinese Air Pores je oe 
pected to lprove appeedably ducing the 
pariod au a resalt of iroveases in aintraft and 
persotinel steangity, Laayrovernant in training, 
ata an increases ity elipperting services and 
facilities, 


a0, Naval development will probably be rela 
tively minor, although tb may include the 
aoruisition of a muaber of apaatal or nomdiins 
range sulenurined from the UESR. If in iile- 
wise mxpeched that the Chinese Havel Ale 
Fores will be developed te an suthorized 
sttength of MMi ¢ inelusling 140 feb 
fighters and 80 fat Lgist hombers, New tent 
nities in training sre expected to be iniro- 
duced which will enhance the thpability of 
this foree to attack shippiny of all types along 
the China cough 















¥, CHINA'S POSITION IN 1957 
5G. We bellave that by 16T the Chinese re- 
glmie will baye further Hehtened ite contre. 
over WS people. We alea belleve the wnaless 
eorne tialar crisis of other nipredistable ayant 
eooure, tht regitne will by LST hove eitaieed 
i §TOM Aetbondl prodded af roughly US Sse 
DUTien, tn incregse of 20-05 pavonnt over the 
‘1058 figure. The agricilioral contrigution to 
GNP in WT will probably be about 10 percent 
above the 1969 level, That part of the CN 
qonnunbed fev by the modern idemiyial center 
of the economy in 1057 will probably be 
roughly U2 Hb billion, a WhLO0 percent in- 
creda over Ea 1982 level. Lhe country will 
aa & Whole remain agrarian and underdevel- 
eee, 


80, Daypite the geogress made by 1687, the 
Communists wilh have only twgun the task 
at transtotinlng Chin. The country ail ax 
a whole iitoain agrarian, Uitternta, and un 
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derdevaoped, Moreover, while tha tegime 
wil prébably have developed a madari fn- 
dustrial sector, China will be faced with In- 
areased Glilcmtties in. msintaining the rate of 


6, io tetieva China's depetulenon om, the: 
TSSR oi mot be dgniiioantiy Incened daring 
the potlod of tile sgtimata, and fiat omin- 
fonemoe of the aiilance wlth the USSR will 
continue to he a demiinent aspect of Ching’s 
forsign golkey, The Chminunies Chines re. 
aime will continue bo consolidate ite political 
povition, to gain in economic and milftary 
strength, ancl by 1807 will be a mote powerful 
force in world afters fam at presenk Cex 
fain aspects of Ching’s development wilh be 
vast fe sopport elaine teat tire be on the 
Comununist side in Agia. China's increased 
bed and presiige will present a challenge 

te tie inffuemra of the Weabers nokiorer itv 
Asia, atu te the Jasin leadership aspirations 
of Tria ated Tapa. 
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